











JPRS-CAR-94-014 CONTENTS 


ECONOMIC 
NATIONAL AFFAIRS, POLICY 


Decision Process in Adopting Socialist Market /JINGJI CANKAO BAO 13 Dec] ] 
Chief Statistics Economist on Macro Regulation {Hong Kong CHING CHI TAO PAO 15 Nov] .... 5 


PROVINCIAL 
Summary of 1993 Yunnan Economic Development /YUNNAN RIBAO I Jan] 
FINANCE, BANKING 


Special Economic Zones as Tax Reform ‘Laboratory’ /CAIMAO JINGJI 11 Nov] 
Rise of Domestic Futures Markets Described /JINRONG SHIBAO 4 Jan] 
Export Tax Exemption Fraud ‘Rampant’ /JIDIAN RIBAO 18 Jan] 


INDUSTRY 


Machinery Industry 1994 Output, Sales Estimate /JINGJI RIBAO 3, 10 Jan] 
Output of Leading Steel Companies in January /CE/ Database] 


SMALL-SCALE ENTERPRISES 


Vice Minister on Shandong Rural Enterprise Reform 
[ZHONGGUO JINGJI TIZHI GAIGE 23 Nov] 


AGRICULTURE 


Government Report On Rural Households, Markets /JINGJI RIBAO 4-6 Jan] 
Impact of GATT on Grain Trade /GUOJI SHANGBAO 25 Dec] 
Impact of GATT on Grain System /JINGJI CANKAO BAO 17 Jan] 
Liu Jiang Urges Rural Development Through S&T /NONGYE JINGJI WENTI 23 Nov] 
Liaoning Peasant Burdens Remain Heavy /LIAONING RIBAO 27 Dec] 
Outlook for Sugar Industry in 1994 /ZHONGGUO WUZI BAO 5 Jan] 
Southwest Sets Up Grain Transport Corridor /ZHONGHUA DISAN CHANYE BAO 3 Jan] 
Guangxi Rural Savings /XINAN JINGJI BAO 8 Feb] 
Yunnan, Anti Set Grain, Oil Sale Prices . 
Yunnan Sale Prices /XINAN JINGJI RIBAO 10 Jan] 
Anhui Sale Prices /ANHUI RIBAO 6 Jan] 





















































SOCIAL 


Article Describes ‘Money Worshipping’ Phenomenon /MINZHU YU FAZHI Nov] . 
Juvenile Delinquency Ascribed to ‘Weakened Control’ /FALU KEXUE Nov] 











JPRS-CAR-94-014 
2 March 1994 


NATIONAL AFFAIRS, POLICY 


Decision Process in Adopting Socialist Market 


94CE0239A Beijing JINGJI CANKAO BAO in Chinese 
13 Dec 93 pp 1, 2 


Article by XINHUA reporters Zou Aiguo (6760 1947 
0948) and Zheng Qingdong (6774 1987 2639): “Magnif- 
icent Program of Action That Marches Toward the New 
Century—Birth of ‘Decision of CPC Central Committee 
on Some Issues Concerning Establishment of a Socialist 
Market Economic Structure””} 


[Text] The 21st Century is approaching. The 3d Plenary 
Session of the 14th National CPC Congress was held in 
Beijing. An important document was adopted by the 
plenary session. That was the “Decision of the CPC 
Central Committee on Some Issues Concerning Estab- 
lishment of a Socialist Market Economic Structure.” 


If it is said that the reform is aimed at building a grand 
mansion of socialist market economy, then we may 
definitely say that the “decision” is the magnificent 
blueprint in building this mansion. 

For more than one month since the convocation of the 
3d Plenary Session of the 14th National CPC Congress, 
many people at home and abroad are asking: How was 
such a magnificent blueprint and such a program of 
action born to help us forge ahead toward the new 
century? 


China spends a decade to relieve its 100-year distresses 
and worries. 

The socialist market economy, something controver- 
sial which was tried out long time ago, was finally 
regarded as the correct orientation and written into the 
Party Constitution and the Constitution of the Peo- 
ple’s Republic of China after Comrade Deng Xiaoping 
gave his important talks during his South China tour 
last year and the convocation of the 14th National 
CPC Congress. To establish a socialist market eco- 
nomic structure has become a arduous task assigned to 
all CPC party members and all the people in China by 
the history and the times. 


After the 14th National CPC Congress put forward the 
general task and principle in establishing the new system, 
people earnestly hope to have the following questions 
answered: What does the socialist market economic 
structure look like after all? How can we establish such a 
structure? What kind of magnificent scene will prevail in 
China after the establishment of the socialist market 


economy? 
We should and must answer these questions. 


This is the trend of the times... 
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People have heard a great deal about the saying that, 
“Cross the river by feeling the rocks.” During the early 
stage of the reform, we were not even clear about the 
targets and focal points of the reform, the internal 
relations among all the sectors of the economic system, 
the complexity and the risks of the reform program and 
the difficult points in carrying out reform. We need to 
watch each step when we move forward. By relying on 
this kind of ideological guidance of boldly exploring 
things and carrying out practice, we have accumulated a 
great deal of experiences and learn many lessons after 
paying the necessary prices, and use them as our refer- 
ences in forging ahead. 


Right now, the internal relations among various sectors 
of the system and the specific target and pattern in 
carrying out the reform have become clearer after 15 
years of efforts and practice. The focal point has become 
obvious and the risks and the degree of complexity can 
be estimated. Under this situation, there are conditions 
in carrying out reform, and we should have more 
rational guidance in observing the times and sizing up 
the situation. 

This is the voice of the people... 


Let us look back at the history in carrying out reform. 
During the past few years, we promote this reform 
program spontaneously from the lower level to the 
higher level, and develop this program consciously 
from the higher level to the lower level by using the 
experience of the former to do work in the latter. Some 
of the reform measures are popularized in an overall 
manner after they have been spontaneously and suc- 
cessfully carried out by the masses and reaffirmed by 
the leadership departments such as the contract 
responsibility system which links remuneration with 
output in rural areas, the enterprise contract responsi- 
bility system and the share-holding system. 


The people call for more rational guidance so that they 
can consciously follow such guidance. They hope that 
they may be able to make plans, forecast the future and 
pre-fulfill their targets in carrying out reform. 


This is something inevitable in carrying out reform... 


We have achieved a great deal after we worked hard to 
explore things for 15 years. On the one hand, the pattern 
with the publicly owned economic sector constituting the 
mainstay while various other economic sectors devel- 
oping simultaneously has taken shape. and the role of the 
markets is rapidly expanding in the allocation of 
resources. A certain f undation has been laid for us so 
that we have the conditions to carry out the reform in an 
overall manner. On the other hand, progress has been 
insignificant in certain major realms in carrying out 
reform. This becomes a weak link in the entire chain of 
the economic structure, and affects the deepening of our 
reform program and the healthy development of our 
economy. We urgently need to carry out our reform and 
planning in an overall manner, paying attention to 
overall design, and to system and policy standardization. 
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Our unshirkable task is to keep pace with the develop- 
ment of the society and the times, meet the requirements 
of the people, and draw up a programmatic document 
which will specifically guide us to further deepen our 
reform, open up even wider to the outside world and 
establish a socialist market economic structure. 


Just like what the report of the 14th National CPC 
Congress pointed out that, “To establish a socialist 
market economic structure involves China’s economic 
foundation and many aspects of the superstructure. We 
need a series of relevant system reform and policy 
adjustments. We must pay full attention to working out 
an overall plan, and implement this plan in a planned 
manner and step by step.” 


It was precisely under thi: background that the ‘“Deci- 
sion” arose at the historic moment. 


The series of theses written by Comrade Deng Xiaoping 
on developing socialism with Chinese characteristics, 
particularly his real knowledge and deep insight reflected 
in his important talks which he gave during his south 
China tour in the spring last year, and the goal on 
building a socialist market economic structure explicitly 
put forward by the 14th National CPC Congress have 
pointed out the orientation in providing a solid theoret- 
ical foundation to draw up the “Decision.” 


In May of last year, the Political Bureau of the C ?C 
Central Committee held a plenary session and decided to 
convene the 3d Plenary Session of the 14th National 
CPC Congress in Beijing during the second half of 1993. 
The main theme of the plenary session is to discuss 
issues on building a socialist market economic structure 
and work out some provisions for the development of 
such structure. 


The team for drafting the “Decision” formed by person- 
ages of all spheres was established on 31 May. General 
Secretary Jiang Zemin delivered an important lengthy 
speech at the first meeting of the drafting team, putting 
forward a series of requirements concerning the frame- 
work, main contents and issues to be resolved. He 
emphatically pointed out that in drafting this “Deci- 
sion,” it is necessary to regard Comrade Deng Xiaop- 
ing’s theory on building socialism with Chinese charac- 
teristics and the guideline laid down by the report of the 
14th National CPC Congress as the guiding ideology and 
supply a programmatic document for the establishment 
of a socialist market economic structure. This “Deci- 
sion” is of great significance in carrying out reform and 
—2* —* to the outside world and promoting the 

m. It involves developments in 
Gules toe to oe end of this century and even into the next 
century. We * fully demonstrate a high sense of 
responsibility and concentrate our efforts in drafting this 
document, said Jiang Zemin. 


On the basis of General Secretary Jiang Zemin’s views, 
the drafting team, first of all, prepared an outline of the 
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document which contained 10 chapters and 53 articles. 
Soon after that the standing committee members of the 
Political Bureau of the CPC Central Committee listened 
to a briefing by the drafting team on the drafted “Deci- 
sion,” and agreed with the outline in principle. They 
—* ing drafting team to begin drafting this document 
officially. 


While the drafting team began to write the manuscript of 
the “Decision,” the CPC Central Committee organized 
16 special subject investigation and study grouns com- 
posed of comrades of relevant departments in various 
localities to tour various localities to extensively inves- 
tigate and study issues concerning the establishment of a 
socialist market economic structure, collecting data and 
laying a foundation to draft the document. 


The drafting team and the various investigation and 
study groups maintained close contacts, and continu- 
ously exchanged views. They repeatedly carried out 


debates on each subject and gradually agreed with one 
another on some issues. 


The first, second, third, and fourth manuscripts were 
completed one after another. Whenever a manuscript 
was completed, the drafting team invariably solicited 
opinions from all relevant departments for study, delib- 
eration, and revision. 


Comrade Jiang Zemin emphatically pointed out more 
than once that this document must go on ad and 
developing. Therc nust be a long-range target in carrying 
out reform, while we must achieve our goal in imple- 
menting this document. We must proceed from our 
actual situation at present and take into consideration 
China’s reality, he said. 


The standing committee members of the Political 
Bureau of the CPC Central Committee once again lis- 
tened to a briefing made by the drafting team, and 
studied the fifth manuscript of the “Decision” at a 
meeting held on 9 September. General Secretary 4 
Zemin and various comrades of the standing committee 
expressed their views on firmly porag ge — 
enterprise system, quickening the pace in ing the 
financial system, the fiscal and taxation system, the 
investment system and the social security system and 
attaching importance to work in the fields of science and 
technology and education. Participants of the meeting 
endorsed the fifth manuscript of the “Decision” in 
principle and asked the drafting team to revise it and 
make further improvements. 


A plenary meeting of the Political Bureau of the CPC 
Central Committee was held on 20 September at the 
Huairen Hall. Participants at the meeting discussed the 
revised sixth manuscript of the “Decision.” They 
believed that this manuscript confirms with Comrade 
Deng Xiaoping’s theory on building socialism with Chi- 
nese characteristics and tallies with the guideline laid 
down by the 14th National CPC Congress, and that it 
had brought forth new ideas and made breakthroughs. 
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They endorsed this manuscript in principle, and put 
forward their views to make further revisions. 


The establishment of a socialist market economic struc- 
ture is a pioneering undertaking unprecedented in his- 
tory. In despite of the fact that there are experiences in 
developing market economy, on which we may draw on, 
there are still many aspects that we must develop by 
ourselves. There is no ready-made pattern that we may 
copy indiscriminately. Nor is there any shortcut that we 
may take, We can only find out a way suited to China’s 
actual situation by conducting investigations and 
studies, drawing on collective wisdom and absorbing all 
useful ideas and keeping on improving. In the course of 
drafting the “decision,” the party’s general secretary, 
— committee members and regular members of 

the Political Bureau of the CPC Central Committee and 
al) staff members of the drafting team had earnestly and 
meticulously carried out their work with a high sense of 
responsibility to the party, the people and history. Jiang 
Zemin and other comrades presided over a total of four 
meetings and solicited views from various special subject 
investigation and study groups. The standing committee 
members of the Political Bureau of the CPC Central 
Committee also heard briefings made by various special 
subject investigation and study groups on financial 
affairs, taxation, pricing, marketing, and modern enter- 
prise system. 


The Central CPC Committee held a forum of nonparty 
personages on 15 October, soliciting views from the 
responsible persons of the All China Federation of 
Industry and Commerce and other nonparty public 
figures on the draft “decision.” These personages who 
have cooperated and worked with the Communist Party 
of China for a long time offered many valuable sugges- 
tions on building a socialist market economic structure 
and revising the draft “decision.” During that period, 
ihe comrades of the standing committee of the CPC 
Central Committee also held a symposium of senior 
party members and another forum of experts in the 
economic field to solicit their opinions and listen to their 


suggestions. 


Moreover, the CPC Central Committee also printed and 
distributed copies of the sixth manuscript to various 
provinces, autonomous regions and municipalities 
directly under the central government and various 
departments and units under the central authorities and 
the State Council to solicit opinions. Members and 
alternate members of the party’s 14th Central Com- 
mittee, responsible cadres of the party, government and 
army at the central level and responsible comrades of the 
party committees i in various provinces, autonomous 


in debates and expressed their views on the “deci- 

” While approving the draft “decision” in general, 

as many as 1,050 suggestions to make revi- 

suggested to make major revisions involving 

the structure and contents of the document as well as 
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minor ones on wording and even punctuation. These 
suggestions fully reflect their serious attitude and lofty 
sense of responsibility. 


On the basis of the suggestions from all sectors, the 
drafting team once again made 270 revisions on the 
manuscript for solicitation of opinions, forming the 
seventh manuscript. 


The third meeting of the Political Bureau Standing 
Committee was held on 3 November to study the request 
for instructions submitted by the drafting team on sev- 
eral major issues concerning the revision of the draft 
“decision.” The standing committee members earnestly 
carried out debates on these issues and made clear-cut 
decisions. 


In accordance with the recommendation made by this 
Political Bureau Standing Committee meeting, the 
drafting team once again made some revisions on the 
draft “decision.” 


The Political Bureau of the CPC Central Committee 
held its second meeting on 6 November to study the 
revised “decision.” The meeting endorsed this manu- 
script in principle and decided to refer some portions of 
the manuscript to the forthcoming Third Plenary Session 
of the 14th National CPC Congress for discussion. 


After extensive discussions and repeated revisions, the 
17,000-odd word eighth manuscript of the “decision” 
was presented to the members and alternate members 
attending the Third Plenary Session held on 11 
November. During the plenary session, the members and 
the alternate members once again earnestly studied and 
made discussions, and made nearly 100 revisions. Only 
then, did the final version of the “decision” take shape. 


For a period of five and half months, the work of drafting 
the “decision” was tense and arduous. The comrades of 
the drafting team had worked hard. Reviewing the 
process of drafting the “decision,” we clearly see that this 
process is one of bringing democracy into full play and 
drawing on collective wisdom of the whole party. The 
work of drafting the “decision” was carried out under 
the direct collective leadership of the third generation 
with comrade Jiang Zemin as the core. The “decision” 
draws on the collective wisdom of the whole party and 
reflects the common will of the entire party and the 
people of all nationalities throughout the country. 


The 3d Plenary Session of the 14th National CPC 
Congress adopted the “Decision of the CPC Central 
Committee on Some Issues Concerning the Establish- 
ment of a Socialist Market Economic Structure” at the 
dignified Hall of the People on 14 November. Just like a 
huge rock hitting the water, the “decision” has created a 
strong impact at home and abroad. 


An influential foreign press commented: “The 3d Ple- 
nary Session of the 14th National CPC Congress which 
adopted the "decision" is of tremendous significance. Its 
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significance is only next to the important talks given by 
Deng Xiaoping during his inspection tour in South 
China in spring last year and the party’s 14th National 
Congress in the fall. If these three important stages are 
likened to a triple jump, then the Third Plenary Session 
is the last jump.” 


This document clearly portrays the basic framework of 
the socialist market economic structure. It is the overall 
plan and program of action in building our new system. 
It systematically works out the details of the reform 
targets for the development of a socialist market eco- 
nomic structure as put forward by the 14th National 
CPC Congress. It not only fully reflects Comrade Deng 
Xiaoping’s theory, thinking and viewpoints in building 
socialism with Chinese characteristics, but also makes 
new developments and breakthroughs on the basis of 
what was achieved at the 14th National CPC Congress. 


The establishment of a socialist market economic struc- 
ture is a pioneering undertaking and a kind of historic 
exploration. What helps us to decide on reform measures 
and judge their advantages or disadvantages are the 
“three conducive’s”—whether or not these measures are 
conducive to developing the productive forces in a 
socialist society, to enhancing the overall national 
strength of a socialist nation and to raising the people's 
living standard. All our reform measures are basi 
aimed at emancipating and developing the productive 
forces to the greatest extent. All the guidelines and 

icies laid down by the “decision” and its point of 
departure and final goal are also aimed at further eman- 
cipating and developing the productive forces. 


It is precisely for this reason that we are able to explicitly 
put forward the need to “establish a modern enterprise 
system which meets the requirements of the market 
economy and in which the property rights as well as the 
rights and responsibilities of enterprises are clearly 
defined, government administration and enterprise 
management are separated and scientific management is 
established.” 


It is precisely for this reason that we are able to clearly 
put forward the need to “establish a nationwide inte- 
grated and open market system to closely combine the 
urban market with the rural market and link the 
domestic market with the international market, so as to 
optimize the allocation of resources.” 


It is precisely for this reason that we are able to boldly 
put forward the need to “transform the government 
functions in economic management and establish a 
sound macro-economic control system which chiefly 
relies on indirect means so as to ensure the healthy 
operation of the national economy.” 


It is precisely for this reason that we are able to repeat- 
edly stress the need to “establish an income distribution 
system which takes the principle of ‘to each according to 
his work’ as its mainstay, gives priority to efficiency 
while taking fairness into account so as to encourage 
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some localities and people to become prosperous first 
and adhere to the road to common prosperity.” 


It is precisely for this reason that we are able to clearly 
point out the need to “establish a multi-layered social 
security system and provide both urban and rural people 
with a degree of security commensurate with China's 
reality so as to promote economic development and 
social stability.” 


The aforementioned five aspects particularly empha- 
sized in the “decision” constitute the main contents in 
developing the socialist market economic structure. If we 
liken the socialist market economic structure to a man- 
sion. The aforementioned five aspects are like the five 
major pillars of the mansion. The foundation of the 
manaied Me seenstane te Sener ee a 
the publicly owned economic sector constituting the 
mainstay and various other economic sectors developing 
simultaneously. The basic aim in building this mansion 
is to emancipate and develop the socialist productive 
forces to the greatest extent. 


We have noted that in drawing the outline of the 
framework, the “decision,” first of all, emphasized the 
principle of regarding the public-owned economic sector 
as the mainstay with various other economic sectors 
developing simultaneously. 


The framework of the socialist market economic struc- 
ture set by the “decision” represents the organic integra- 
tion of the basic socialist system with the socialist market 
economic structure and it is imbued with the distinctive 
features of China’s socialism at its preliminary stage. It 
constitutes a major breakthrough made by the 14th 
National CPC Congress and an important contribution 
to the theory of socialism. 


Another breakthrough of the “decision” is to put for- 
ward the need to transform the government functions 
with the aim to establish a sound macroeconomic con- 


trol system. 


Right now, more and more people have realized that a 
sound macroeconomic control system is a general 
requirement in developing the market economic struc- 
ture. It is an important component part of the socialist 
market economic structure. Showing great foresight, the 
“decision” put forward the need to establish a sound 
macroeconomic control system and emphatically 
pointed out the need to “rationally delineate the powers 
of the central and local authorities over economic 
administration and bring into full play the initiative of 
both the central and local authorities.” It is precisely on 
this foundation that the “decision” explicitly put 
ward the major reform measures to be 

near future. Either in promoting the reform 


monetary and taxation system, quickening * 
ning 


reform the financial system or 
ating the reform of the investment and plan 

the “decision” invariably tried to make breakthroughs in 
establishing and improving the macroeconomic control. 





ic system by the end of the century, it is neces- 

sary to set up a legal system which meets the require- 

ments in developing market economy. In carrying out all 

types of reform, the “decision” invariably placed 

emphasis on the development of the legal system. It 

icitly pointed out that many reform measures must 
carried out “according to law.” 


t the “decision” is an important 
ist political economy. It is vast in 
ich in contents. It has made not only 


The “decision” put forward a new point of view that 
i idity and reshuffling of property rights, 


terms, and should deal with the various types of enter- 
prises without discrimination.” To create conditions for 

petition on equal terms is an important function of 
the government under the conditions of market 
economy. It is @ requirement in ensuring the healthy 
development of market economy and promoting system 
and policy standardization. 


pointed out: "It is necessary to permit the distribution of 
earnings by capital and other production factors 


the term for contracting cultivated land may be 
* 


Comrade Deng Xiaoping’s theory in building socialism 
with Chinese characteristics has, for the first time, sys- 
tematically answered the series of questions on how to 
build, consolidate and develop socialism in economi- 
cally and culturally backward China. With a scientific 
approach of emancipating the mind and seeking truth 
from facts, the “decision” which was born under the 
guidance of this theory has scored new achievements in 
integrating Marxism with China’s reality today, and 
once again demonstrated the courage and creativeness of 
the Chinese Communists in continuously ing up 
and keenly seeking advancement. It will definitely play a 
significant role in guiding and promoting the develop- 
ment of the reform and opening up program and the 
undertaking for socialist construction. 


For the past 15 years, we have scored universally 
acknowledged glorious achievements. During the last 
seven years of this century, we will preliminarily estab- 
lish the socialist market economic structure. 


This constitutes a great pioneering undertaking unprec- 
edented in the history of mankind, another trans-century 
achievement ir: carrying out China’s reform and open- 
ing-up prograra and another major and profound change 
in the Chinese: society. 

to traffic, and the road clearly pointed out.” We are filled 
with confidence in face of the new century! 


Chief Statistics Economist on Macro Regulation 


94CE0023A Hong Kong CHING CHI TAO PAO 
[ECONOMIC REPORTER] in Chinese 
No 45, 15 Nov 93 pp 34-36 


[Article by Qiu Xiaohua (6726 2556 5478), Chief 
Economist, State Bureau of Statistics: “Fixed Capital 
Investment Under Macroeconomic Control”} 


[Text] Since the advent of the 1990's, some new changes 
have occurred in the Chinese economy. On one hand, the 
basic needs of food and shelter for people living in towns 
and villages have been resolved, allowing them to progress 
toward a comparatively more well-off life. As a suitable 
balance between income and consumption levels has not 
been reached, a new state of heated consumption exists. 
Consequently, the people’s overall consumption level is 
only in a temporary stage of stable growth, with part of the 
money transferred from the consumption base into the 
investment base. On the other hand, the people’s economy 
is entering a new phase which is placing greater demands 
on the infrastructure. Add to this the need to revise the 
structure of enterprise and property, the opening up to the 
outside and the increasing use of foreign capital, all of 
which have sent the need for fixed asset investment into a 
relatively prosperous phase. This shows that growth in the 
national economy will increasingly depend on growth in 
capital investment to drive it. Such a leading investment 
model of economic activity has been maintained for three 
years. Since its beginning in 1991, fixed asset investment 





ECONOMIC 


in China has continued its rapid growth, with fixed asset 
investment for the whole society that year showing a 23.8 
percent growth over the year before. Growth for 1992 was 
42.6 percent over that for the year before, and growth for 
the first half of 1993 was 61 percent over that for the same 
period a year ago (growth in some units was 70.7 percent). 

istorically, such rapid growth was seldom seen (except 
that during three years of the “Great Leap Forward”). 
Driven by this rapid growth in fixed asset investment, 
China’s economic growth had also increased noticeably, so 
that the total value of the gross national product (GNP) in 
1991 increased 8 percent over that for the year before; that 
for 1992 increased 13.2 percent; and that for the first half 
of 1993 increased 14.1 percent. 


Preliminary Results of Macroeconomic Control 


However, because overly rapid growth in fixed asset 
investment has exceeded the nation’s present capacity to 
accommodate it, some outstanding problems accompa- 
nying this heated growth in the national economy have 
surfaced. Add to this the confusion in the financial order 
which has further precipitated a crisis in the supply of 
ion materials because of this excessive invest- 

ment growth. This was accompanied by serious inflation, 
import growth exceeding that of exports, a drop in 
foreign exchange and savings, market instability, and 
other such problems. As the result, beginning in June 
1993, the Chinese government adopted measures to 
macroeconomic control, with hopes that by 


strengthen 

regulating the financial order and strengthening control 
over investment projects, it could control this overly 
rapid growth in fixed asset investment. During the last 
three months, exercise of related policies have seen some 
results, the chief of which are noted as follows: 


—A marked drop in fixed asset investment. In June, 
fixed asset investment in state units showed growth of 
76.7 percent over that for the same period a year ago, 
but the increase in July showed a drop of 71.7 percent; 
for August, a drop of 58.1 percent, and for September, 
56.8 percent. For the third quarter, a total of 182.4 
billion yuan (PRC currency) had been invested, a drop 
of nine percentage points from that for the first half of 
the year. Of this, investment in infrastructure 
increased 56.2 percent, investment in replacement 
and remodelling, 57.3 percent; and investment in 
commercial housing, 120.8 percent; each of which 
respectively fell back 11.7, 10.8, and 19 »ercentage 
points. From the first quarter to the t'' quarter, 
completed cumulative investment totalled 401.5 bil- 
lion yuan, a growth of 66.4 percent over that for the 
same period a year ago, but a drop of 4.3 percentage 
points over that for the first half of the year. 


—Slowdown in various types of privately raised capital 
and loans made domestically. In the third quarter, 
capital investment in infrastructure and replacements 
and improvements totalled 138.3 billion yuan, an 
increase of 48.9 percent over that for the same period 
a year ago, but a fall-back of 3.9 percentage points over 
that for the first half of the year. Of this, 33.9 billion 
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yuan were domestic loans, an increase of 18.6 percent, 
but a fall-back of 5.4 percentage points. Various types 
of privately raised capital totalled 70.3 billion yuan, 
an increase of 75.8 percent, but a fall-back of 10 
percentage points. 


—Noticeable reduction in new projects. In the third 
quarter, new infrastructure construction and improve- 
ments totalled more than 14,400 projects, a reduction 
of 3,400 over the figure for the same period a year ago, 
and a great turnaround from the huge increase for the 
first half of the year. In 


—An investment slowdown in all regions. During the 
third quarter, completed fixed asset investment in the 
eastern region of the country totalled 101.4 bi 
yuan, an increase of 68.9 percent over that for 

though the increase fall-back 


show any greatly noticeable 


—Noticeable increase in availability of capital for major 
construction projects. During the first half of the year, 
because of the massive scope of investments and an 
excessive number of started projects, distribu- 
tion of capital was scattered, so that major national 
construction projects experienced a capital 
with less than 20 percent of the total needed 
available, and almost 20 percentage points lower 
that usually available in other years. Since the 
quarter, because of active regulatory measures 
by the state, this unfavorable picture has i 
considerably. According to studies made, investmen 
for major national construction projects had 
up noticeably by September, and capital availability 
had risen to over 80 percent, of which 96 percent of 
the capital needed for railroad construction was avail- 
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The changes described above show that the policy mea- 
sures taken by the Chinese government to strengthen 
macroeconomic control of fixed asset investment are 
showing some preliminary results in the third quarter. 
There is no doubt that they will have an active effect in 
improving the macroeconomic environment. 


Remaining Problems 


At the same time, it should be seen that because reforms 
in the investment system have yet to be attained, present 
investment activity is still driven chiefly by the govern- 
ment, and enterprises have yet to truly become the 
principal body for investment. As the result, investment 
activity lacks understanding of risk, and blind investing 
with no thought of benefits is more commonly seen. The 
task to control investment growth and improve the 
investment structure is still rather arduous. 


Important problems remaining in the investment area 
are the following: 


1. Increasing investment growth remains on the high 
side, and no noticeable change is seen in this picture. 
For the nine foregoing months, the rate of increasing 
investment growth remains over 60 percent. Prelim- 
inary figures for total investment by the society at 
large for the whole year may possibly exceed 1.1 
trillion yuan, an increase of more than 360 billion 
yuan over the figure for the year before, an increasing 
growth of more than 46 percent, and expected to 
exceed the plan by more than 40 percent. Whether the 
increasing investments are in volume or in the rate of 
growth, they are the most numerous and the highest 
since the 1980’s. The root cause of overly rapid 
investment growth for the year is the overly large 
scope of infrastructure construction. During the fore- 
going three quarters, the number of ongoing invest- 
ment projects totalled more than 90,000, of which 
new projects comprised 38.6 percent, the highest 
proportion for the same period during the last few 
years. Infrastructure construction was allotted more 
than 1.7 trillion yuan, an increase of more than 500 
billion yuan over last year, a growth of 40.2 percent. 
Because the scope is much too extensive, it will affect 
stable investment growth for some years to come. 


. The problem of investment structures not always 
being logical remains outstanding. Generally 
speaking, investment structures have undergone revi- 
sion, with strengthening of some short-line assets, 
particularly transportation and telecommunications, 
which have shown noticeable growth. From the first 
quarter to the end of the third quarter, 71.5 billion 
yuan of investment capital were processed, a growth 
of 106.4 percent over that for the same period a year 

ago. The proportion of investment comprised rose to 
20. 20.5 percent from an earlier 15. 8 percent. The pace to 
invest in major engineering projects such as the 
Beijing-Kowloon Railway was noticeably speeded up. 


But the problem of investment structures not being 
logical all the time remains, and this is manifested 
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chiefly in three areas. First, investment growth in the 
third stage industries, with the exception of transpor- 
tation and telecommunications, has been advancing 
too fast. In the foregoing nine months, completed 
investments in the third stage industries totalled 
154.3 billion yuan, a growth of 95.7 percent over that 
for the same period a year ago, and 69.3 percentage 
points and 55.8 percentage points respectively, over 
that for investments in the first stage and second stage 
industries. The proportion of industrial investment 
rose from 36 percent to 44.1 percent. Except for the 


ccna goodly but a fall-back from a pro- 
portional investment of 56.7 percent to 53.6 percent. 
This does not agree with the state’s regulatory goals. 


- The heat on real estate is still on. The disjointed 


contradictions in property sales is comparatively 
obvious. During the foregoing nine months, invest- 


ments in commercial housing nationwide totalled 
51.9 billion yuan, an increase of 134.2 percent over 
that for the same period a year ago, completing the 
state’s 43 billion yuan plan ahead of time. For the 
year, this could possibly exceed 100 billion 
yuan, a one-fold increase over that a year ago. At the 
same time, the sale of commercial housing had been 
less than ideal, for total sales in the third quarter was 
only 14.4 billion yuan, a growth of only 35.6 percent 
over that for the same period a year ago. In compar- 
ison with growth in production, this was an almost 
one-fold slowdown. At present, commercial housing 
yet to be sold nationwide adds up to an area of more 
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than 50 million square meters. This is due chiefly to 
overly rapid investment growth, illogical structure 
[poor design], oversupply of upscale buildings, and 
overly high prices which make such housing beyond 
the reach of average-salaried citizens. Of course the 
difficulty in selling commercial housing is also related 
to slow reforms in the low-rent system. Actually, there 
is not much construction of commercial housing on 
the Chinese mainland at present, for housing is far 
from adequate. 


Besides this, the phenomenon of capital defaults in the 
construction field still exists; this affects the require- 
ments for the construction industry to operate normally. 


Important Countermeasures 


An extended look into the coming months sees growth in 
fixed asset investment continuing its steady decline, and 
the structure of fixed asset investment being further 
revised. However, for the state to achieve ideal macro- 
economic control, further effort is still required. At 
present, it is most important to concentrate and improve 
on work in the following areas: 


First is sufficient scientific grasp of investment control 
to the extent that such growth will adapt to the need for 
stable and healthy growth of the people’s economy. I feel 
that to maintain China’s economy at a growth rate of 
about 10 percent, we must have fixed asset investment 
growth at a rate higher than 20 percent. An investment 
rate maintained around 35 percent actually nets invest- 
ment growth around 10 percent. So it is not advisable to 
constrict investment too much. It is also important to 
avoid overly rapid investment growth, which may cause 
economic activity to lose control. This, in turn, will 
aggravate tension between various factors. 


Second is attention to improving the investment struc- 
ture, so investment in infrastructure, basic industries 
and facilities can develop at an even faster pace. We 
must concentrate the necessary financial resources to 
strengthen the buildup in agriculture, transportation, 
energy, and important raw materials. While this is the 
driving force that assures stable economic growth, it is 
also the condition necessary to support the next cycle of 
rapid economic development in a healthy direction. 
Because of this, we must step up the pace of reform in the 
finance and investment system, and establish banks to 
finance and develop basic industries, expand the issu- 
ance of special bonds, encourage development of share- 
holder enterprises, further correct the pricing system, 
and stimulate and promote funneling of social capital 
toward construction of infrastructure and basic facilities. 
As to investment in most processing industries, all effort 
must be made to utilize available local resources, and 
manage them according to market rules. We must suit- 
ably reduce active investment by the state into these 
areas, to support development of short-line industries, 
and really loosen “bottleneck” restricting contradictions. 


Third is greater effort to improve investment efficiency, 
and cut down on loss and waste. Toward this end, we 
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must step up legislative action pertaining to investment 
to improve the democratic and scientific aspects of 
investment policy, and systematically assure the effi- 
ciency of construction projects. At the same time, we 
must strengthen macroeconomic control of investment 
at the source, and exercise necessary management of 
capital flow, to guarantee the capital needs of the state's 
important construction projects. Furthermore, informa- 
tion on the state’s property policies must be issued in a 
timely manner, to strengthen guidance, and to reduce 
blind investment by society. With respect to public 
investment and use of foreign capital, we must move 
gradually from ownership management to property 
policy management, and prepare corresponding policy 
measures to assure that the state's overall situation be 
scientific and logical. 

Basically speaking, we must implement a body of invest- 
ment gradually, for it to evolve from the government 
toward enterprises and individuals, thereby overcoming 
the abuses of “everyone eating from the same pot.” 


PROVINCIAL 


Summary of 1993 Yunnan Economic Development 
94CE0299A Kunming YUNNAN RIBAO 
in Chinese 1 Jan 94 p | 


{Article by reporter Luo Jie (5012 2638): Bera 
Reforms, Opening Wider, Accelerating 

Our Province’s Economy Shows Sustained, Stable 
Growth”) 


[Text] Today is the beginning of a new year. Reviewing 
the 1993 economy of our province, we are happy to note 
that it continued to grew steadily on the basis of the 
relatively fast development achieved in the previous 
year. 


According to the initial figures provided by the depart- 
ments concerned, our province's total output value of 
goods and services for 1993 could reach 64.8 billion 
yuan, up 10 percent over the previous year. This 
double-digit growth, which we achieved despite 
numerous economic difficulties, was attributable to 
our efforts to deepen the reforms, open ourselves 
wider, adjust the economic structure, and raise our 
economic efficiency. Among the various components 
of the total output value, it is estimated that the 
tertiary industry increased 15 percent, topping the 
primary and secondary industries. 


Last year our province's economic operations had the 
following main features: 


A fairly high agricultural output. Despite the severe 
natural disasters—a drought followed by waterlogging 
and a cold spell—which hit a large part of our farmland, 
we still had a fairly good harvest, thanks to the strenuous 
efforts of the cadres at all levels and the masses in the 
province. Last year’s total grain output is estimated at 
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10.85 million tons, or 1.4 percent more than the previous 
year. A continued growth was achieved in the output of 
tobacco, tea, sericulture, and animal husbandry. Town- 
ship enterprises developed at a quicker pace. Total 
agricultural revenue is estimated at 20 billion yuan, a 
53.2 percent increase over the previous year. 


A stable industrial growth. Despite numerous difficul- 
ties, such as a shortage of electric power, insufficient 
revolving funds, seriously inadequate outbound freight 
facilities, and rising prices of raw materials and other 
supplies, it is estimated that the gross value of industrial 
production could still reach 53 billion yuan, 14 percent 
more than the previous year. Production and sales were 
well coordinated, and economic efficiency continued to 
improve. For the period from January to November, 
sales within the budgets of state-owned enterprises 
increased 36 percent, while their profits and taxes rose 
84 percent. Investment in fixed assets were focused on 
basic industries and infrastructure projects. The amount 
invested in production accounted for 67 percent of the 
total investment. More emphasis was laid on key con- 
struction projects. 

Stable sales on the market. With the step-by-step imple- 
mentation of macroregulatory and control measures, the 
retail market gradually became stable. Retail sales 
between January and November totaled 24.6 billion 
yuan, 23 percent more than the previous year’s corre- 
sponding period. The upward trend of consumption by 
government institutions was put under control. In the 
capital goods market, the problem of unbalanced supply 
and demand was eased for rolled steel, cement, and other 
main products. 


An improving financial situation. Through screening 
and rectification, we were able to effectively control such 
activities as illegal lending and borrowing as well as 
indiscriminate fund-raising. Residents’ savings showed 
an upturn, and banks had a better paying capability. 


Fairly good results in fulfilling the revenue and expendi- 
ture budget. With the rise in the economic returns of 
industrial and commercial enterprises and especially due 
to the further development of the two tobacco-related 
industries, there was an increase in the industrial and 
commercial tax receipts, leading to a relatively fast 
growth of government revenue. Last year’s revenue was 
estimated at 14.5 billion yuan from local resources. 


A continued rise in residents income. For urban people, 
the average per capita annual income used for living 
expenses is estimated at 2,430 yuan. In rural areas, the 
average net income of an individual is estimated at 670 
yuan. Allowing for inflation, these are higher than the 
previous year by about 6 and 2 percent respectively. 


A further growth of imports and exports. According to 
estimates, last year’s exports stood at $510 million, an 
increase of 12 percent over the previous year; imports 
$230 million, an increase of 12.7 percent; and the 
amount of border trade, including imports and exports, 
2.8 millon yuan, an increase of 25 percent. With the 
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continued development of the tourist industry, it is 
estimated that 376,000 travelers came into our ‘Province 
for sightseeing, a 20 percent surge over the previous year. 
Total receipts from travelers’ foreign exchange certifi- 
cates amounted to 530 million yuan, surpassing the 
previous year by 43 percent. 


An objective analysis shows that, despite our stable 
economic growth, some problems still exist in our eco- 
nomic activities. Chief among them are the difficulties 
encountered in developing agriculture caused by severe 
natural disasters and the hiking prices of means of 
production, the arduous task of curbing the sharp rise in 
commodity prices, the increased losses suffered by cer- 
tain enterprises, and the relatively large amounts of 
unpaid taxes. All these problems have to be resolved 
through improving the reform drive. 


Based on the three-step national economic development 
strategy, the provincial party committee and govern- 
ment have come up with the following basic proposal for 
Yunnan’s economic development in the future: With 
respect to the total output value of goods and services, 
we should maintain an average annual growth rate of 
9-10 percent during the 1990’s and achieve the objective 
of quadrupling the 1980 figure by 1995; that is, earlier 
than specified in the national strategy. We should score a 
total output value of more than 100 billion yuan and try 
to make it as much as eight times the 1980 figure by the 
year 2000. By that time, the rural people in our province 
should have a net per capita income of 1,200 yuan, the 
food and clothing problems in poverty-stricken areas 
should be resolved, and the people in most parts of the 
province should enjoy a comfortable life. The Yunnan 
people should work hard to achieve this goal. 


The first priority task will be infrastructure construction. 
In agriculture, we will build 50 more large- and medium- 
sized water conservancy projects during the eighth and 
ninth five-year plan periods. Our goal is to raise the 
irrigated acreage from the present 35 percent to 50 
percent of the total farmland in the province and build 
25 million mu of high- and stable-yield fields of various 
categories to meet different requirements. With regard to 
the power industry, we will invest some 10 billion yuan 
in building the 1.35-million-kw Dachaoshan Power Sta- 
tion and the 600,000-kw Qujing Power Plant, beginning 
this year. And we will continue to build a number of 
smail- and medium-sized hydro power projects. Trans- 
portation construction will be focused on building four 
railways, renovating six highways, improving and con- 
structing eight airports. As for communications, we will 
build a number of microwave, fiber optical, and second- 
grade satellite communications facilities to link Kun- 
ming with various prefectures and autonomous prefec- 
tures. With respect to mail and telecommunication 
services, we will see to it that automation is achieved in 
all counties and program-controlled equipment is 
installed in all major cities. 

Commencing this year, development of promising indus- 
tries will be one of the major economic tasks in our 
province. In addition to the tobacco, sugar, and tea 
industries, we will develop livestock production, food- 
processing, nonferrous metal, machinery, phosphatic 
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chemical, iron and steel, and building materials projects 
so as to gradually turn them into new strong industries. 


Another major task is to seize opportunities to create a 
new situation in opening our province to the outside 
world, Southeast Asia in particular. Now, our province 
has nearly 700 foreign-funded enterprises, and the nego- 
tiated foreign investment has reached $1.46 billion, of 
which the amount actually received and put to use is 
$144 million. To bring our opening-up activities to a 
high level, expand their fields, and develop them in 
breadth and depth, our goal is to increase the number of 
our products capable of earning more than $100 million 
of foreign exchange from one to six and solicit more 
foreign investment, mainly in the exploitation of our 
strong resources, in infrastructure construction and basic 
industries, in exchange-earning agricultural projects, and 
in the development of tourism. We will try to bring the 
three kinds of foreign-funded enterprises to over 1,000 
and sign a number of agreements on Sino-foreign coop- 
erative projects during the Eighth Five-Year Plan period. 
Additionally, we will further develop border trade and 
economic cooperation with neighboring countries in an 
effort to maintain a 20 percent growth in border trade. 

According to what we have learned, accelerating the 
development of township enterprises, export-oriented 
economic undertakings, and the tourist industry and 
further restructuring the economy are also major parts of 
Yunnan’s economic work in the future. Meanwhile, 
Yunnan will always pay attention to correcting unbal- 
anced development as a strategic task in economic 
construction. 

At the beginning of the new year, people are expecting 
Yunnan to take new strides to deepen its reforms and 
further its openness to the outside world. 


FINANCE, BANKING 


Special Economic Zones as Tax Reform 
‘Laboratory’ 


94CE0264A Beijing CAIMAO JINGJI [FINANCE 
AND TRADE ECONOMICS] in Chinese 
No 11, 11 Nov 93 p 23-26 


[Article by Deng Ziji (6772 1311 1015) of Xiamen 
University, and responsible editor Chen Lingshu (7115 
0109 3219): “Special Economic Zones as Laboratory of 
Tax Reform”) 


[Text] The tax systems of China’s special economic 
zones [SEZ’s] took shape following the zones’ establish- 
ment. During the last dozen years, the tax systems have 
undergone continuous reform and development and 
their record of successes has attracted much attention. 
They meet the requirements of the development of a 
SEZ market economy and have done much to boost the 
rapid growth of SEZ economies. By providing national 
tax development with valuable experiences, they have 
fulfilled their role as a laboratory. To further boost the 
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development of the socialist market economy in the 
SEZ’s, we must continue to deepen the reform of their 
existing tax systems. 


I. Development Of Market Economy in SEZ Requires 
Deepening Of Tax Reform 


SEZ market economies have the basic attributes of other 
market economies, of which I think the three most 
important ones are: 1) Competitiveness. Competition 
lies at the heart of the market mechanism, which essen- 
tially involves the use of the price lever to adapt to 
changes in supply-demand relations in accordance with 
the demand of the law of value in order to put pressure 
on and motivate the principal players in the economy. 
Survival of the fittest steers resources to those sectors of 
the economy where they can be utilized most efficiently; 
2) Unity. A market economy implies a unified market 
where all capital goods can circulate freely, putting the 
competitive mechanism to work on a national scale and 
achieving the optimal allocation of resources; 3) Open- 
ness. This means more than dismantling the regional 
barriers and bringing about interregional openness 
within a country. Even more important, it requires a 
nation, proceeding from national interests, to admit 
foreign funds and open up its domestic market, on the 
one hand, and promote the entry of its products into 
overseas markets, on the other, thus taking part in 
competition on the international market and bettering 
the efficiency of resource allocation. The development of 
the SEZ market economy is premised on a unified and 
open market that encourages competition. This requires 
the SEZ to design a tax system, possibly a uniform one, 
in accordance with established international practices 
and create a tax environment that treats everybody 
equally in order to spur competition and enhance effi- 
ciency. Furthermore, since the development of a SEZ 
market economy eniails improving economic regulation 
and control, we should make the most of taxation in a 
SEZ as a regulator and controller of the market economy 
while minimizing its distorting effects on the market 
mechanism. 


In China, SEZ market economies have their uniqueness 
as well as the basic attributes of other market economies. 
Their uniqueness is that they draw upon the success 
stories of market economies around the world and carry 
out bold experiments to better serve as a model for the 
rest of China as it develops a socialist market economy. 


Surveying existing SEZ tax systems, we can readily 
discover many problems. There is an urgent need for 
reform deepening in several areas, notably the following. 


First, the existence of “two systems, internal and exter- 
nal” and “‘one tax, several systems” constitutes a major 
barrier to fair competition. In the early days of reform 
and openness, when SEZ’s were first set up, we adopted 
two different tax systems, one for domestic enterprises, 
and one for foreign enterprises. Take the income tax 


payable by a SEZ enterprise, for instance. Although they 
all pay income taxes at the uniform rate of 15 percent, 
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there are actually different rules for calculating taxes. In 
effect, the “one tax, multiple systems”’ rule still obtains, 
depending on the economic nature of the enterprise in 
question. The existence of “two systems, internal and 
external” and “one tex, multiple systems” makes the tax 
system of a SEZ more complicated and harder to under- 
stand than it should be. The taxpayer has trouble fig- 
uring it out. Foreign businessmen, in particular, find the 
system unfamiliar. Moreover, when the distribution of 
the tax burden is highly inequitable, it strongly militates 
against the full utilization of the market mechanism in 
the SEZ and the promotion of fair competition on a level 


playing field. 


Second, the existing SEZ circulation tax system is 
sharply at cross-purposes with the requirements of eco- 
nomic construction and development in the SEZ’s. Both 
the combined industrial and commercial tax and the 
“three taxes,” namely product tax, value-added tax 
[VAT], and sales tax, run counter to the drive to develop 
an export-oriented economy and a better market 
economy in SEZ’s. To begin with, the raison d’etre of a 
SEZ is primarily to develop an export-oriented economy. 
Yet the current circulation taxes clearly fall short as a 
regulator of imports and exports. The combined indus- 
trial and commercial tax and the product tax neither 
accurately and thoroughly channel drawbacks back to 
exporters nor tax imports fully; as such they have not 
stimulated export growth as strongly as they should. 
They have also failed to play a strong part in regulating 
imports. Second, as a window for China’s four modern- 
izations, the SEZ is supposed to play a special role by 
importing foreign funds and technology and entering 
into economic cooperation with units in the interior. The 


economic cooperation 
result ceault of double taxation. 
existing circulation tax system in SEZ’s, the tax is built 
into the price of a commodity. In a socialist market 
economy, commodity prices are mainly determined by 
the market. When the tax is a built-in component of a 


Furthermore, under the 


tion. Also, when a tax is built into a price, there is often 
the false impression that enterprises are bearing the 
burden of the circulation taxes. In addition, enterprises 
are driven to pursue reduction in or exemptions from 


the law of market competition. Finally there is the urban 
and construction tax, actually a surtax on 


But not only is this tax inherently unscientific, it also 
dilutes the regulatory effects of the “three taxes,” which 
does not bode well for development of a market 
economy in a SEZ. 


Third, tax breaks in SEZ’s have not been totally suc- 
cessful in putting into effect the industrial policies of the 
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central government or the SEZ concerned or making full 
use of taxation as a regulator. Among the array of 
preferential tax breaks, a socialist market economy relies 
primarily on income tax breaks to realize its industrial 
policy. In China’s SEZ’s today, however, income tax 
breaks, particularly those offered to foreign enterprises, 
have not been as successful as expected in i 
the industrial policy and adjusting the industrial struc- 
ture or product mix. For example, the SEZ offers pief- 
erential tax breaks to all foreign companies which invest 
in production industries, including industry, i 
transportation, and communications. This is the center- 
piece of preferential tax treatment for foreign-owned 


leaps and bounds and new economic phenomena 
been occurring continuously, such as 
appreciation in land value, the goa ae 
transactions, and the creation and ma 

stock market. Besides tinkering with the 

and there, however, the SEZ has not deepened i 
system in line with the new set of realities, How do you 


pening in the SEZ economy. For instance, as the 
economy grows, inheritances and gifts have been on 
the rise steadily and it is common for SEZ’s to levy an 
inheritance tax or gift tax. Or take the issue of social 
insurance. Social insurance is a relatively simple thing 
in SEZ’s, which should facilitate the experiment of 
levying a social insurance tax. Thus far, however, the 
Shenzhen SEZ has not departed from the nationwide 
a —— tation in 
is area. 


The gratifying thing is that the Shenzhen SEZ has gone 
one step ahead of others in solving these problems, 
achieving enormous successes and gaining useful experi- 
ences. Not only has it set uniform rates for calculating 
income taxes payable by SEZ enterprises and preferen- 
tial tax breaks, but it has also basically standardized the 
circulation tax system and totally unified the local tax 
system. In so doing, it has greatly speeded up the 
development of a market economy, setting an important 
example for other SEZ’s. At the same time, we should see 
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that there are stil! problems in the Shenzhen SEZ’s 
existing tax system, notably the following. Neither the 
circulation tax sysiem at the import end nor the personal 
income tax system have been made uniform, the circu- 
lation tax system still seems to fall short on the whole, 
the corporate income tax system needs to be optimized, 
and more needs to be done to deepen tax construction 
and tax reform in light of the reality in the zone. More 
reform is needed in all those areas. 


Il. Deepen Tax Reform in SEZ’s, Spur Development of 
Market Economy 


A. To deepen tax reform in SEZ's, we must straighten 
out two sets of relationships. 


In view of the fact that the tax system of a SEZ is an 
important part of the nation’s tax system and that there 
are considerable objective differences between the tax 
systems of the various SEZ’s at the moment, I| believe 
deepening tax reform in SEZ’s requires us to straighten 
out the relations between SEZ tax systems and the 
national tax system as well as relations among the tax 
systems of all the SEZ’s. 


1, How to straighten out relations between SEZ tax 
systems and the national tax system? 


The tax systems of the SEZs should be relatively inde- 
pendent of the national tax system, a conclusion arrived 
at after considering a host of factors including the reality 
in SEZ’s and the inherent requirements of tax construc- 
tion. As far as the reality in the SEZ’s is concerned, SEZ’s 
make up the most unique economic belt in the whole 
nation with an objectively existent special economic 
foundation. As part of the superstructure, the tax system 
must be compatible with such an economic foundation. 
For this reason, the tax system of a SEZ must be 
independent of the national tax system. A SEZ calls for a 
special tax system, justified by the model of development 
for the economy of a SEZ, by the demands of developing 
an export-oriented economy, and by the intrinsic needs 
of the operating mechanism of the SEZ economy. 
Turning to the internal requirements of tax construction, 
the uniqueness of taxation determines that there be an 
essentially unified national tax system. The need for a 
uniform tax code and the centralization of taxing 
authority is even greater when we are trying to develop a 
socialist market economy. In tax construction in China, 
the central government will assume decision-making 
responsibilities at the highest level. So even if the SEZ’s 
adopt a special tax policy different from those of other 
places, consideration must be given to striking a regional 
balance. It must be pointed out that today the open 
policy has created in China a situation in which tech- 
nology and funds are diffused from one level to the next, 
starting with the SEZ’s through opened coastal cities, 
economic and technical development zones, and eco- 
nomic open zones to the vast hinterland. In tax construc- 
tion, therefore, one must make choices that are based on 
comprehensive considerations and in line with the idea 
of joint development across the nation. Accordingly, 
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even though SEZ’s take the lead in establishing a new tax 
system suited to their own objectives, they must see that 
their tax systems are consistent with the unified national 
tax system so that the tax systems of different regions are 
organically in harmony with one another within 
framework of national legislation and that the 
uniformity of the national tax system is ensured. 
thermore, tax construction must abide by 
casted goeamemnest, tos Sik te Ga 
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an independent tax system does not put i 
restraint of the nation’s nag 
straightening out the relations between 
systems and the national tax system should 
the notion of relative independence for 
Overall, a SEZ tax system should organically 
with the national system. Take the exercise of 
tion jurisdiction, for instance. A SEZ tax system 
exercise jurisdiction over place of origins, on the 
hand, and jurisdiction over residents, on the other, based 
on the need to preserve national interests. Also, a SEZ 
tax system should be flexible in 

array of taxes, taking special care to 
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accordance with that idea, the supreme lawmaking body 
of the central government may authorize local law- 


guarantee for deepening tax reform in SEZ’s. 
2. How to reconcile the tax systems of different SEZ’s? 


Judging from the tax systems in the various SEZ’s, that 
of the Shenzhen SEZ is more advanced while its coun- 
terparts elsewhere are more backward. This raises the 
issue: How to straighten out relations among the various 
tax systems? China’s five SEZ’s are components of an 
organic whole. While differing in the extent of develop- 
ment, a quantitative difference, they share qualitative 
similarities. For example, their economies are the same 
in nature and they all follow the same economic model. 
This determines that their tax systems be basically the 
same. Having said that, since the five special economic 
zones do have different development focuses, they 
should formulate their own appropriate tax — 
based on their own characteristics and the 

of their lead industries. For this reason, the SEZ’s — 
be allowed to adopt disparate tax breaks freely to reflect 
their individual priorities. The Xiamen SEZ, for 
instance, may adopt some tax policies befitting a free 
port. Surveying the situation on the tax front in the 
various SEZ’s objectively, we see that the Shenzhen SEZ 
has been most successful in tax construction, so the 
others should generally try to emulate it in tax reform. 





JPRS-CAR-94-014 
2 March 1994 


Specifically, the other SEZ’s should seek to duplicate the 
Shenzhen tax system by achieving the following before 
proceeding to deepen tax reform by moving in tandem 
with Shenzhen: 1) Unify income tax breaks for enter- 
prises and the standards for calculating taxes; 2) unify 
the SEZ circulation tax system; and 3) unify the SEZ 
local tax system. 


B. Deepening tax reform in Shenzhen SEZ: Detailed 
Thinking 


To deepen tax reform in the Shenzhen SEZ, we should 
zero in on the major problems in the existing tax system, 
at the same time considering how the tax system of Hong 
Kong would fit into it after Hong Kong is returned to the 
motherland. It would be advisable to deepen reform in 
the following areas: 


1. Reform the circulation tax system in the SEZ in light of 
the actual needs of economic development in the zone. 
The first step in deepening the reform of the circulation 
tax system is to unify the circulation tax system at the 
import end and totally abolish the combined industrial 
and commercial tax. Secondly, adjust the existing 
“product, value-added, and sales” taxes by broadening 
the scope of the VAT to replace the product tax and in 
part the sales tax (in the area of commodity circulation) 
as well. With the VAT as the principal circulation tax, 
we will be better able to avoid double taxation and 
utilize circulation taxes as the regulator of exports and 
imports. At the same time, we should cut the VAT rates 
and establish a uniform system of three tax rates: 
standard rate, higher rate, and lower rate. Once that is 
accomplished, we should impose a separate consump- 
tion tax, the principal targets being certain consumer 
goods and consumption behavior. As for the sales tax, it 
should essentially be aimed at the tertiary sector 
(excluding commodity circulation). As the tertiary 
sector grows, we should extend the reach of the sales tax 
to include a number of up-and-coming trades. Sales tax 
rates too should be adjusted as appropriate by raising 
the rates for a number of highly profitable trades to 


taxes can play a supplementary role in regulating pro- 
duction with consumption in a market economy while 
avoiding the negative effects of price-inclusive taxes. 


. Regularize the SEZ income tax system and adjust 
corporate income tax breaks. In the Shenzhen SEZ the 
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imposed on the inheritances and gifts of enterprises 
or individuals. In addition, a social insurance tax may 
be imposed depending on the economic development 
needs of the SEZ. That way not only can we make 
better use of taxation to regulate the SEZ economy, 
but we also can experiment with certain types of tax 
in the zone to provide experience for nationwide tax 
reform. Furthermore, in view of the fact that the 
current urban protection and construction tax is not 
generating enough funds, it should be abolished and 
replaced by an independent new urban protection and 
construction tax. Other ways also exist to raise urban 
development funds, such as adjusting as appropriate 
the scope and rates of the stamp tax, property tax, 
vehicle and boat use tax, and land use tax. (It would 
be advisable for the Shenzhen SEZ to abolish land use 
fees in favor of a standardized land use tax.) 


Rise of Domestic Futures Markets Described 


94CE0263A Beijing JINRONG SHIBAO in Chinese 
9 Jan 94 p 1 


[Article by Yang Shuang (2799 3642): “Futures, the 
Most Attractive Investment Hot Point”) 


[Text] On entering the futures exchange, one sees only a 
crowd of people moving about with various types of 
demeanor and a long smooth color display screen that 
keeps displaying information 


from the London and 
Chicago futures exchanges. Bustling brokers even more 
tly shout at the telephone, “cocoa, buy three; 
, trim!”’.... And in the hall, one tense heart after 
repeatedly stews over the fact that whether the 
“10,000 dollar words ‘buy’ and ‘sell’” make a profit or a 
loss all depends on making a prompt decision. In the 
blink of an eye, some people become suddenly wealthy or 
fall into poverty. This is the current futures exchange, 
full of challenge, stimulation, and risk. 


So-called futures, are the opposite concept from spot 

transactions. In spot transactions, one side hands over 

and the other side hands over merchandise with 

ject of acquiring the ownership or use of the 

ity. Futures transactions are a type of business 

with advance payment and the transfer of merchandise 

after a certain period. In this, the commodities them- 

selves by no means enter the futures market. What are 

changed are only what are commonly called futures 

forward contracts. In futures exchanges the 

vast majority of investments are by no means for buying 

and selling commodities, but for transferring profits or 

shifting risks in price changes through agreements. So, 

futures exchanges have a strong speculative flavor. But 

this is legal speculation. Some experts have predicted 

that futures exchanges will become the most attractive 
current new investment hot point. 


I. Unstoppable Tide 


In a bumper harvest season more than 100 years ago, farm 
owners from the southern United States overjoyed drove 
wagons full of corn and wheat to Chicago prepared to sell 
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it. But the city was full of sellers and supply far exceeded 
demand. They could only anxiously watch the prices of 
agricultural products fall sharply. But a few months later, 
by the spring and summer seasons of the following year, 
when there was a temporary shortage, grain prices again 
rebounded and skyrocketed. Watching the market changed 
by a strange combination of circumstances, these farm 
owners could only despair and sigh. But astute American 
businessmen took inspiration from this and in 1848 pro- 
posed the formation of a brand new orderly managed 
market—-the Chicago Board of Trade (CBOT). Here 
buyers and sellers traded fairly, and agreed on long-term 
forward contracts. Buyers and sellers agreed on the price at 
the time of the exchange and determined that after a year 
or several months at a designated point to buy up or sell off 
a specified amount of a certain type of agricultural 
product. The prices fluctuated up and down with changes 
in the seasons and the markets, and contracts could be 
transferred. That day they discovered the embryonic early 
stage of the futures exchange. Now it has become the 
world’s largest futures exchange. People can see the top of 
the building like the Roman goddess Cereus soliciting 
grain and bumper harvests. 

More than 100 years later, with the market’s enormous 
strength and economic demand, more than 80 nations 
have now established futures markets linked to the 
United States. Futures exchanges are approaching 100 
and more than 100 types of commodities are exchanged 
on the market. Among them are mainly agricultural 
products, grains, cotton, cocoa, and rubber, as well as 
metals. Since the 1970s, formerly popular material com- 
modities such as grains and metals have gradually with- 
drawn to a secondary position and such financial prod- 
ucts as gold, currency, and stocks and securities have 
extremely actively poured into the commodities futures 
exchanges. There are numerous types of financial 
futures, the same things in different —. Receiving the 
market's favor, they become major futures commodities. 


In the United States, futures exchanges are extremely 
mature. In 1993 when a Nobel prize-winning economist 
learned that the prize that he would be receiving in a few 
months would be in Swiss francs, his first reaction was 
that at that time the comparative value of the Swiss franc 
was constantly declining and the prize money that he 
would receive in three months would no longer be the 
present amount. So, he immediately instructed the 
futures market to sell off Swiss francs and buy up United 
peo — thereby compensating in futures for his 


Ii. Futures Fever Quietly “Lands” 


Perhaps it is a historical coincidence that in 1848 when 
European communists were issuing their political man- 
ifesto, United States farm owners were organizing the 
world’s first futures exchan the Chicago Grain 
Futures Exchange. Today, after nearly 150 years of 
change, the communist e and market economy 
development are constantly ing, as reflected in 
China. Comrade Deng Xiaoping on his southern tour 
affirmed the socialist market economy and the unre- 
lenting surge of the commercial tide, the frequent hot 
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points, the tempestuous stocks, the unabated real estate 
investment fever, and the futures exchange quietly 
landed on the mainland. Its ardor overwhelms people far 
more than stock and real estate investment trends. 


But futures exchanges appeared in Shanghai, China, as 
early as the 1930s and 1940s. But the planning system 
formulated for several decades caused the Chinese to 
have no reason for such things as futures and stocks for 
more than thirty years after New China was established. 
This must be said to be an historical pity. 


By the 1980s, China’s economy had grown by leaps and 
bounds, laying a firm foundation for “restoring the 
position of futures.” Especially with reform and opening 
up, China clearly proposed the socialist market economy 
theory and the scope of market adjustment in the overall 
economic life expanded more and more. With the supply 
and demand of some commodities such as grain, live 
hogs, steel, and coal, sometimes tight and sometimes 
relaxed, and prices suddenly rising and suddenly falling, 
it brought extreme risk to the vast majority of farmers 
and business people. Rising and falling of the compara- 
tive values of foreign exchange brought even greater risks 
to Chinese enterprises. So, futures could effectively 
avoid or lessen these risks. For example, in 1985 U.S.$1 
could be exchanged for 3.42 German marks. In 1993 
U.S.$1 could only be exchanged for 1.68 German marks. 
If mainland enterprises exported to Germany at the 
quoted price of the U.S. dollar, it would mean that half 
the value would be lost to the 50 percent exchange 
advantage of German merchants. If at this time the 
mainiand enterprises bought up mark futures at the same 
time as they made the exports, they could be used as a 
countermeasure to avoid the risk of devaluation of the 
U.S. dollar, compensating for the foreign exchange losses 
in the exports on the futures market. So, in 1987 Mr. 
Yang Ching-yu [2799 4552 5038] from Hong Kong, in 
accordance with the development and characteristics of 
the Chinese market, proposed “the development of a 
futures market” to relevant mainland leaders. At the 
beginning of 1988, the State Council Development 
Research Center established a Futures Market Policy 
Research Group. In October 1990, the first commodity 
exchange market in New China with futures character- 
istics, the Zhengzhou Wholesale Grain Market, opened. 
In March 1991, that market signed the first long-term 
forward contract for which it did not receive wheat, 
suddenly opening the curtain on Chinese futures 
exchanges. After that, futures companies sprang up all 
over like bamboo shoots after a spring rain. According to 
incomplete statistics, China presently has more than 360 
futures companies and more than forty futures 
exchanges. In addition, there still are a considerable 
number of “underground futures brokers.” 


Unconsciously, a futures fever gradually rose in the 
economic life. Especially with the first wave, foreign 
exchange markets cooling, real estate sliding, and the 
fascination with the stockmarket lowered, the opening 
and development of the futures market seemed to find 
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an avenue for the funds withdrawn from the stock- 
market and the real estate and foreign exchange mar- 


enterprises, but risk factors also will be 

whether from the perspective of developing the 
national economy or abiding by the laws of the 
economy, cultivation and development of the 
market is an inevitable trend. 


Ill. Playing Makes the Heart “Jump” 
Last year from 26 February to 5 April, the quota 


making is faulty, the risk naturally could fall 

own head, and it is difficult to 

futures market can be sum 

half losses. Strictly speaking, the losses 

than the profits, because the brokers take some 
commissions. Regarding U.S. futures excha 
losses generally make up about 80 percent of 
business. Only those large companies and people with 


played the Tokyo April red bean futures market 
through the Nanjing Jinzhongfu [6855 0022 1381] 
International Futures Corporation. As a result, 90 
percent of the customers were trapped. After the 
recognized losses were trimmed, total customer losses 
were figured at about 35 million renminbi, causing 
more than 100 customers to be impacted by the 
“Jinzhongfu” incident and shocking the whole 
country. Although there are a great many reasons for 
this, one can clearly see the great risk of futures. 
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But as a mature investment tool, futures exchanges have 
the capability of “getting a thousand jin for four taels” 
{getting much for little). Investors often need only pay 5 
percent to 10 percent cash deposit and they can transact 
business worth scores more than their money. Exchange 
regulations of the Shenzhen Nonferrous Metal Exchange 
(SME) even specify earnest money at only 3 percent of 
the value of the transaction. If traders are speculating on 
the rise and fall of prices, unlike people engaged in spot 
transactions, they need not even consider such diverse 
procedures as storage, transport, and settlement. 
“Using a little to gain much” even more provides inves- 
tors with the opportunity to acquire high profits. But 
high profits must have high risks. Small fluctuations in 
market prices are enough to cause investors’ profit and 
loss rates to reach several tens percent or even several 
hundred percent. But for those who are bold enough to 
brave the risks, can endure enormous mental pressure, 
and attempt to get rich quickly, this is an enticing and 
challenging paradise. 


futures have more or less been carried off to 
the dustbin of history, they have after all come to us and 
they will inevitably be looked upon favorably by more 
and more investors. 


Export Tax Exemption Fraud ‘Rampant’ 
94CE0276A Beijing JIDIAN RIBAO in Chinese 
18 Jan 94 p 2 


[Article by Xi Ling (6007 0407): Export Tax Rebate— 
SS cc 
te 


[Text] Tax Exemption Fraud Rolls in Like Waves 
Case One: Audacious Mayor Cheats on Taxes 


A mayor represents the government and protects the 
interests of the nation. When a mayor cheats on taxes, 
not only are the nation’s interests not protected, its very 
foundation is undermined. 


On 16 November 1992, Jin Xin [6855 9515), director of 
the State Administration of Taxation, received an anon- 
ymous letter from Xianning City, Hubei Province, 
reporting that several enterprises and a number of tax 
revenue bureau individuals in Xianning, acting in collu- 
sion with a group of tax cheaters, had defrauded the 
government of large sums in export tax rebates. Respon- 
sible leading cadres in the State Council individually 
wrote comments and instructions onto the report, 
demanding that thorough and organized investigation be 
carried out as soon as possible. One leading cadre 
expressed his outrage by writing an cight-word phrase: 
“Under the nation’s law, such audacity will not stand!” 
On the 24th, a joint investigation team organized by the 
State Administration of Taxation and the provincial tax 
bureau was quickly sent to Xianning City. 
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After more than three months of investigation, details of 
the case have gradually become clear. 


On 10 August 1992, responsible personnel of four enter- 


yuan, from which amount they themselves made illegal 
gains of 695,000 yuan. In November of the same year, 
seeing what could be gained by the above maneuver, 

Xianning City factory specializing in sewing uniforms 
negotiated an agreement with the office Xianning City 
maintains in Shenzhen, and using the pretext of 
exporting the uniforms through Shenzhen, requested the 


(1438 0278 0581 

Administration 

ee ey rel IS oped 
not only did not turn down 


that the tax bureau “support” 
used a sleight of hand by back-dating his 
the tax bureau to before the 


of which 335,000 yuan of illegal gains went to Xianning's 
Shenzhen office, the Xianning Tax Bureau and 
Uniform Sewing Factory. 


Case 2: Tax Revenue Bureau Director Personally 
intervenes 


On 27 April 1993, in Jiangxi Province, Ruichang City 
Municipal 

[1776 1073 3934], accompanied by deputy section chief 
Zhou Jiangfu (0719 3068 4395) and others, traveling in 
a tax bureau inspection office vehicle, drove miles and 
miles to Shenzhen to “conduct business in the field” 

the convenience of those elements cheating on taxes. 


Since there were no export goods or invoices for inspec- 
tion, Vice Director Xu performed on the spot a series of 
six procedural steps for the tax cheaters: even the dates, 
descriptions and values of the goods shown on the tax 
payment certificates and sales invoices were copied from 
drafts prepared ahead of time by the tax cheaters. To 
further ensure against detection, the officials followed 
the cheaters’ request not only to certify the tax payment 
certificates as the original copies, but also to sign the 
letter requesting export tax rebate in the name of the 
Ruichang Municipal Tax Bureau; in addition to further 
authenticating tax payment certificates and invoices, the 
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action served to witness successful tax cheating by illegal 
elements. The amounts cheated in the two categories 
amounted to 1,028,700 million yuan and 2.09 million 


to information from the “Joint Office for 


serves the basic objective of enhancing the competitive- 
ness of China’s exports. 


Export tax rebate frauds involve using bogus invoices for 
export products, including fake tax payment certificates 
and customs declarations, to obtain rebates from the 
government. 


This “malignant tumor” of tax cheating appears to be a 
twin of the export tax rebate policy; it was born at about 
the same time, and during the cight years when China 
had made considerable progress in opening up to the 
outside world, tax cheating also become increasingly 
widespread and audacious. 


Cheating on taxes is in fact cheating on the country. 


That being the case, people would ask, who benefits from 
tax cheating? What do these people do with the tax 
money they have cheated? 


The Xianning tax cheating case, which created a furor, 
cheated the government of 11,988,900 yuan in export 
tax rebates, but the enterprises and tax bureau offices 
involved in the scheme got cnly 1,025,000 million yuan 
for themselves, the rest went to bosses in Hong Kong and 
illegal criminal elements in the society. 
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The Jiangxi Province Ruichang City tax cheating case 
resulted in an export tax rebate loss to the government of 
3,118,700 yuan, and the parties involved got only 
280,700 yuan for themselves. 


Behind tax cheating cases are massive corruptions 
involving the offering, seeking and demanding of bribes. 
Illegal elements in society utilize money to pave their 
way, and many party and government cadres and offi- 
cials have fallen under “sugar coated bullets.” 


Wang Tianpeng [3769 1131 7720], vice director of the 
Gansu Provincial Tax Revenue Bureau, was arrested 
benanan So wane is pesiees te Satrenre 2° See oe 
accepted bribes from a certain export company in 
Gansu, and when caught accepting the tax rebate, he still 
approved that company’s request for tax rebates 
amounting to more than 810,000 yuan. 


As for Jiangxi’s Ruichang Municipal Tax Bureau Vice 


i Zhang 
Chaobin [1728 2600 1755] would call them in turn into 
a room and pay each 5, or 3, percent of service fees based 
on the size of his “contribution”; the several persons in 
the scheme illegally collected a total of 139,00 yuan. 


In the major “12.17” [17 December] tax cheating case, 
13 persons in Xianning City suspected to have received 
bribes were investigated by the Xianning Prefectural 
Inspectorate; they were found to have each received over 
10,000 yuan. 


Why Is Tax Cheating ‘So Rampant? 


The fact that tax cheating crimes have spread quickly 
and become rampant shows there are causes not only in 
terms of ideology but also in terms of problems in the 
system and organization. 


1. Tax cheaters use as an excuse that they do it for the 
local benefit. One important reason to cheat on taxes 
is to derive benefits for the local area and for local 
organizations. Since tax revenue collected is allocated 
among several entities who use the revenue for their 
purposes, some localities have no qualm about sacri- 
ficing the country’s benefits to gain a little advantage 
for themselves; they know they are breaking the law 
but they do it willingly. 


Xianning City Mayor Chen Huiyou put it plainly, we 
did this mainly to earn some money for our city and 
to develop our local economy. In Henan Province’s 
Zhengyang County, the “four big leading cadre 
groups,” after collective study, unanimously endorsed 
a move by the county tax bureau to make up bogus 
certificates for 883,000 yuan, arguing that this 
amount will be utilized for “local benefits.” 


. There is the misunderstanding that “in a market 
economy, one is entitled to speculate.” The road 
toward establishing a socialist market economy is one 
on which China must travel. There are however 
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comrades who misinterpret the market economy and 
actually use the market economy theory as the basis 
for cheating on taxes. 


On 17 April, 1993, Jiangxi Province’s Ruichang City 
Mayor Chen Dingrong [7115 1353 2837] sponsored a 
government coordination meeting keyed to tax 
cheating. At the meeting he said: “To help factories 
and tax bureau offices deal with certain procedural 
tasks...in order to gain some income for Ruichang 
City, is a good thing. Now, we have a market 
economy, and we can speculate to make gains.” 


A former Yunnan Province Kaiyuan City Tax Bureau 
Chief actually and boastfully said: Are we not encour- 
aging people to “jump into business” nowadays? The 
fact that we issued bogus tax payment certificates is 
proof that we are “doing business,” and in order to 
serve economic construction, we have to dare to “run 
the red light.” 

Listen to high-minded rationales, and how good they 
sound! 

3. When the system is not yet perfected, there is room 
for exploitation. In the early period when the export 
tax rebate system was first set up, the rebate was 
based on the export enterprise's budget and inventory 
projections. Beginning in 1988, to generate enthu- 
siasm in various regions to export to earn foreign 
exchange, and to reduce the regions’ financial bur- 
dens, the handling of the entire export tax rebate 
system was turned over to the Central Government, 
but this step actually destroyed the unity of responsi- 
bility and authority for revenue collection and expen- 
diture between the Central and regional governments, 
and gave illegal elements an opening to cheat on 
taxes. 


When the tax revenue collection system is overly com- 


plicated, efficiency of the tax rebate system is low. The 
product tax and value-added tax constitute the two 


the numbers of tax categories, taxaUic items and tax rates 
involved are excessive, plus there are tax preferential 
policies set up by the localities, all these result in 
quantitatively low and inefficient turnover between the 
export product tax collected and the export tax rebated, 
which provides more opportunities for tax cheating 
elements to cheat on taxes. 


The collection of product tax and the rebate of taxes paid 
are not well coordinated. This can be seen i in the inade- 


the processes of tax collection and tax rebate, the collec- 
process still has numerous problems such as col- 
taxes on export products for which local taxes 
reduced or waived, and on export products 


Procuratorate, was 
ness in Shenzhen on 12 July, 1993. 
We have reasons to hope that v 


Machinery Industry 1994 Output, Sales Estimate 
94CE0266A Beijing JINGJI RIBAO in Chinese 
3, 10 Jan 94 


{Article in two installments by reporter Wang Yuling 
(3769 3768 3781): “Output, Sales Forecasts for 
Machinery Industry in 1994”] 


[3 Jan p 7] 


[Text] At a recent information-announcement meeting, 
the Ministry of Machinery Industry made the following 
forecast: After scoring a high growth rate in 1993, the 
machinery industry will continue to develop at a fairly 
quick pace this year with an estimated 12-15 percent 
increase in its output value. 


Following are the forecasts of the various sectors of this 
industry: 
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Farm machinery sector The general trend in he farm 
machinery market this year is that sales will be moderate 


rate of the construction machinery sector this year is 
estimated at more than 15 percent. 


Meter and instrument sector This year a steady growth is 
forecast for the production and sales of meters, instru- 
ments, and control equipment required by the energy, 
communications, and transportation sectors. Among 
wiem, production and sales of electronic meters and 
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instruments will show a strong tendency to grow. 
those items that can be used as part of in 


construction projects, such as various testers and 
i from an active 
accordingly the growth of their 
output will slow down. On the other hand, items in the 


more than — oxen Eel aie © tee tore 
electric equipment and appliances sector this year. 


{10 Jan p 7] 


[Text] In addition to the farm machinery, construction 
machinery, meters and instruments, and electric equip- 
ment and appliances, the following forecasts for 1994 
were revealed at the information-announcement meeting 
by the Ministry of Machinery Industry: 


Machine tool sector In the third quarter of last year, the 
once-hectic trend in the machine tool market obviously 
cooled down, under the influence of the nation’s macro- 
regulation and control policy. As a result, stockpiles of 
unsold products increased sharply, and their prices kept 
declining, with the only exception of special-purpose 
heavy equipment, yo pi still Boe ose a prosperous 


ever. boone. at Shenyang No. 1! Machine Tool 
Plant’s order-solicitation meeting in early September, 
the sales contracts signed for general 


the second half of last year, and the market trend will be 
optimistic. The machine tool sector will kave a growth 
rate of more than 10 percent this year. 


Petrochemical and universal-purpose machinery sector 
Brand-name refrigerating equipment, air distributors, 
and printing machines will continue to enjoy a good sale 
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this year. Increased demand for static dust removers will 
boost the manufacturers’ production task. Requirements 
for machines, pumps, and valves used in power plants 
will be relatively great, and accordingly major manufac- 
turers of these items will increase their output and sales. 
Market for universal-purpose machines, including refrig- 
erators, machines, pumps, and valves, will remain the 
same as last year. Production and sales of oil-refining 
equipment and chemical plant machinery will continue 
to rise steadily, but no improvement is foreseeable in the 
market for oil-drilling equipment. This sector will have a 
more than 10 percent growth in 1994. 


ee eee aie Se ess ve 
ment policy, which puts more emphasis on basic indus- 
tries, has boosted the production tasks of manufacturers 


ment. Production and sales of these items will continue 
to grow this year. According to a survey by the Heavy 
Machinery Industry Association, the orders so far 
received by major and backbone heavy machinery enter- 
prises for 1994 have met 60-100 percent of their annual 
target. Most other enterprises have received 40-70 per- 
cent of the orders they planned to obtain this year; only 
a few enterprises have met 10-20 percent of their order 
target. In terms of products, orders for small and 
medium-sized cranes account for a very small share, 
while most orders are for items required by the basic raw 
and semifinished materials industry, the transportation 
and communications sector, and the electric power 
industry. The growth rate of the heavy and mining 
machinery sector is estimated at 10-15 percent this year. 


Auto sector Since late-June last year, the auto market has 
changed from an active to a moderate state because of 
the nation’s policy to rein in the scale of capital construc- 
tion and bank credit and its strict efforts to “control 
government office spending.” In the third quarter of last 
year, production and sales of motor vehicles showed a 
remarkable decline, while their stockpiles went up. How- 
ever, it is believes that the 1.1-million-vehicle target set 
for last year was fulfilled, and that the stock was main- 
tained at a level roughly equivalent to an average 
month’s output. 


In making this year’s forecast, the following factors 
should be taken into consideration: l) Railway transpor- 
tation will remain in a strained condition. The strategy 
to use highways as well as railways to share the transpor- 
tation burden will keep the demand for heavy- and 
medium-duty trucks at a certain level. 2) Development 
of township enterprises and tertiary industry will bring 
about a constant demand for small and mini-vehicles. 3) 
There were 8.1-8.2 million vehicles at the end of last 
year. About 1 million of them should be junked. 

to this year’s plan, an additional 250,000 old 
vehicles should be replaced by new ones. 4) Demand for 
domestically made sedans will go up in view of the 
development of the tourist industry and taxi business 
plus the needs arising from Sino-foreign joint ventures 
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and special economic zones and the nation’s determina- 
tion to strike hard at car smuggling in coastal areas and 
to lift the “control on institutional purchase of vehicles.” 
The production target for this year is 1.3 million vehi- 
cles, of which 350,000 are sedans. A 10 percent growth is 
forecasted for the auto sector this year. 


Basic accessories and parts sector This sector serves as a 


a sound foundation and is unable to benefit from 
cialized and large-scale production. Its products are not 
satisfactory in terms of grade, quality, ility. 
neck” in developing the machinery 


to grow by about 10 percent this year. 


Output of Leading Steel Companies in January 
—5* 12294 Beijing CEI Database in English 
5 F 


{Text} Beijing (CEIS)}—Following is the monthly output 
of China’s top 10 iron and steel companies in January 
1994, released by the Ministry of Metallurgical Industry: 


(Unit: Tons) 


1/94 ChgfPC) 
526,919 29.3 














712,431 





606,372 





$46,372 





268,759 





490,314 


Wuhan Iron and Steel 
Complex 





Panzhihua Iron and 
Steel Complex 


Benxi Iron and Steel 
Complex 


217,560 





219,736 217,501 





Maanshan Iron and 
Steel Company 
Taiyuan Iron and 
Steel Company 


193,095 166,776 





214,125 155,143 
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SMALL-SCALE ENTERPRISES 


Vice Minister on Shandong Rural Enterprise 


94CE0243A Beijing ZHONGGUO JINGJI TIZHI 
GAIGE [CHINA'S ECONOMIC STRUCTURE 
REFORM] in Chinese No 11, 23 Nov 93 pp 19-22 


by Vice Minister of Agriculture Wan Baorui 


enterprises: Under the premise of voluntary participa- 
tion, several families or households each invested 
certain funds, elected a leader, and cooperated in 


cooperatives increased. There was a relatively large 
leap in shareholding cooperatives, whether in terms of 
quantity, scale or normalization. Through April 1993, 
9,919 Shandong rural collective enterprises imple- 
mented such systems; this accounts for 6 percent of all 
rural collective enterprises in Shandong. Bought shares 
totalled approximately 3.5 billion yuan. 


According to organizational form, rural enterprise coop- 
erative shareholding systems are divisible into five basic 


1) Agricultural household joint stock format. Generally, 


that the enterprise workers are = to 
— — 
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Results and Issues 


Preliminary results have been obtained by nearly 10,000 
Shandong rural enterprises implementing shareholding 
cooperative systems. 


One result is the establishment of the independent legal 

position of enterprises, realization of a division between 

government and enterprise and a reduction of adminis- 
trative interference. Implementing 


par sein iowa rg a wou ing Myer 
management. 


A second result is diversification of investors and supe- 
rior allocation of funds. Implementing shareholding 
cooperatives on the one hand turns some indidvidual 
consumption funds into production funds, promoting 
higher productivity, and on the other hand spurring on 
circulation of the factors of production. This creates 
diversification of investors, realizing superior allocation 
of funds to a certain extent under the role of the principle 
of the greatest benefits. 


A third result is an enhanced sense of worker as master 
and enterprise cohesion. Worker shareholders are both 
producers and owners, which clarifies the formerly 
murky awareness of worker as master and greatly 

cadre and worker responsibility and enter- 
prise cohesion. The Nanguan Xinghua Clothing Factory 


in Gaomi County has had a trial shareholding system for 
ao ae ae casas, — 


more than 100 rationalization suggestions per 
increasing benefits by nearly 100,000 yuan. resales 
from two brick factories in the county illustrate the 
matter even better: workers in a village household coop- 
erative factory braved a downpour to cover brick piles 
while workers from a collective factory ran inside to 
escape the rain. 


A fourth result is stronger encouragement and restraint 
mechanisms and stronger enterprise reserve strength. 
In enterprises implementing shareholding coopera- 
tives, stocks are like a link tighter the interests 
of investors, operators and | forming an 


sion clearly strengthens an enterprise’s restraint mech- 
— 


responsibility for profits but not losses and other 
abuses which are difficult to overcome in the coniract 
responsibility system. According to the analysis of a 
continuous three-year monitoring report of the entire 
Zibo village area, the accumulation of shareholding 


enterprise legal bodies or even do not issue operating 
permits. Taxation departments, based on the reasoning 
that an increase in value of stock assets will lead to an 


operating, self-restraining, self-developing production 
managers and main competitive entities in the market 
responsible for their own profits and losses. It is benefi- 
cial to enhancing the enterprise workers’ consciousness 
of being masters and at the same time motivating the 
enthusiasm of producers, managers and owners in many 
respects. It is beneficial to fully utilizing idle social 
funds, attracting consumption funds to the production 
area and turning potential, scattered factors of produc- 
tion into real productivity. It is beneficial to breaking 
down barriers between higher and lower levels and 
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between different departments and regions and to pro- 


shareholding coopera- 
tive system accords with the basic principles and needs 
of developing a socialist market economy. 


eee Se snes Hee sad ae BN © 


interests, and risk commonly borne is a basic principle of 


the shareholding system. At the present stage, peasant 


system. To resolve this issue, we must firmly uphold the 
nonreedemable nature of stock. The cash stocks that 
enterprises also issue cannot be rescinded. 
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Rural enterprises practicing a shareholding coopera- 
ive system require the support of society and comple 


relationships, organizational 
structure and allocation system of rural enterprises. It 
involves many things, is of a strong policy nature and 
requires the support of the entire society with comple- 
mentary reforms to improve the environment external 
to enterprises. At the present stage we must stress 


94CE0269A Beijing JINGJI RIBAO in Chinese 
4, 6 Jan 94 


{Article in three installments by the Central Policy 
Research Office and the Office of Rural Fixed Observa- 
tion Sites of che Ministry of Agriculture: “Excerpts From 
a —- Report: ‘Rural Households and the 


[4 Jan p 1] 


{Text] Editor's note: Beginning today, this 
publish a three-part series consisting Minty of —* 
— —— —— 


— — 
Rural fixed observation sites were established a decade 
ago, in 1984. To understand the developmental situation 


and problems of the rural market system, during the first 
half of last year they undertook by random sample this 


and forms sent out totalled 636, and 
were returned, so the survey was totally effective. 


Agricultural Production Is More Marketized 


Rural reform has pushed millions of peasants into the 
great tide of commercial economics, and many of these 





impl ; 
rights of farm families, and the effect of prices on 
ion is becoming daily more obvious. i 


occupied 48.45 percent, with the rest all in 
In 1992, among all agricultural sold by 


products 
holds surveyed, 31.31 percent were sold to state-owned 
commercial 


and other parts were sold in other forms. Of the agricul- 
tural products sold, the accounts of 76.5 percent were 
settled on time, which means that nearly one-fourth were 
not settled on time. 


Fourth, rural households entering the market did not feel 
that connecting with the market was a comfortable 
Theif first problem was that, in a situation 
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as 
agricultural products (medicinal materials excepted), 

decisions were still made on the basis of accomplishing 
government assignments. Third, there is a very low 


Studies show that the majority of agricultural production 
materials required by surveyed households were pur- 
chased in the market, a change from the former situation 
of relying chiefly on the state and collective allocations. 
This is a considerable improvement from the process of 
market reliance. 

One, the majority of the supplies used in agricultural 


production are purchased in the market at a higher 
In 1992, every family surveyed 


We 
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thing about purchasing farm supplies”, the ranking in 
order of was: high prices number one, poor product 


holds’ total loan burden, tas eae te 


Looking at different types of farm households, those 
totally engaged in farming had the smallest loan amount, 
only 16.16 percent of their household operational expen- 
diture for the entire year; households totally engaged in 
non-farming pursuits had the largest loan amount, which 
was 37.74 percent of their operational expenditure for 
the entire year, in addition to private interest-free loans. 
This kind of phenomena shows that it has been the rise 
of non-agricultural industry that has brought on capital 
circulation, and a situation whereby capital regulation 
and circulation are no longer small-scale and mutually 
assisting, initiating a “market” tendency. 
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Second, loan capital has been centered on the short term, 


growth and while developing and per- 
fecting major channels of finance and capital, 
in the process of develop- 


A Slow Shift in Land-Use Rights 

Land functions as a special clement, its 

market formation signaled by shifting and flowing land- 

use rights, allowing its allocation to accord with 
principles. For many years, along with the devel- 


This also displays several new characteristics. 


First, land contracts are basically stable, with not many 
shifts in contractors. Based on the survey, ‘Since the 
implementation of the household system 
of linking remuneration to output, 63.9 percent of 
farming households have readjusted their contracted 
land, while 36.1 percent of farming households have 
never done so. Among sample households, 93.8 percent 
of farming households have not subcontracted their 
land, 4.2 percent of farming households subcontracted 
only part of their land, and 1.99 percent of farming 
households have subcontracted all of their land to others. 








largely 
on how much of a labor force the households have. 
Third, this shift in land-use rights is still in a sponta- 
neous and disorderly situation, lacking regulated admin- 
* 


Fourth, in a situation where the planting business brings 
fewer benefits, farming households are reluctant to put 
more land into operation. 


The survey shows that there are many features restricting 
shifts in land-use rights. In addition to the major role still 
played by the land’s societal protection function, the 


the land problem, we must positively invigorate opera- 
tion and usage rights under the precondition of main- 


ing household’s labor 
force; but meanwhile, about two-fifths of farming 
households are confronting shortages of labor in family 
Operations in varying degrees. Among these, 4.5 percent 
of the households had labor shortages throughout the 
year, while 35.5 percent of the households had a 
shortage during the busiest farming season. In the 
production and operation of non-agricultural indus- 
tries, the labor shortage problem was more urgent, with 
the total frequency reaching 40.8 percent. 
meet 


3 





. : , 
60.7 percent of the outside hiring in 1992, 24.1 percent 
by planting businesses (12.7 percent in grain produc- 
tion), and a very small part by forestry, fishing, and 
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perfection 
labor market. Although at one time or another mid-level 


Organizations in many 


opment level and system. Two different types of resi- 
dent registration systems have 


tious organization, in order to create better external 
circumstances for farmers going into the markets. 


Rural reform has pushed farmers to the primary position 
in the market economy, but whether they can swim 














those making ion decisions were illiterate, 41.5 
percent had a school education, 34.5 percent had a 
junior hi education, and 10.1 percent of them 
had a school education. In addition, 11.5 percent of 


the farmers had special skills, and only 3.9 percent of the 
farmers had received professional education and 


A low educational level, combined with the affects of the 
traditional production economy and the old, planned 
economic system, has resulted in conservative thinking 
and narrow vision in a great many farmers. They are 


households of sampling signed purchase 
sales contracts, which was only 2.3 percent of the total 
number of families. 


Two, the small production scale of farming households 
and their low specialization level make it difficult for 
them to face the big markets. Based on the study, the 
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First is the information foundation. In 
although relevant departments have attempted to 
improve the means of information transfer to promote 
development of a market economy, all their efforts have 
been far short of what is needed, regardless of whether it 
has been ee ee Oe 





urgently require “information guidance”. 
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is the facilities foundation. Constructing a 
system for trade in agricultural products is 


atthe 
cf uit 
iN 
Be 
e eek 
Ege 
if 


4 
i 
: 


the sampled households, when confronting the 
wave of the market economy, summarized their 
in such sentences as this: What farmers want is to 
prosper; what they lack is the means to do it; what they 
are short of is capital; what is difficult for them is 
technology, what they worry about is marketing chan- 
nels; what they expect is service. 


To remove the barriers for farmers going to market, from 
the standpoint of developing major entities for pro- 
ducing merchandize, there must be a rise in the farmers’ 
own qualifications in education, technology, and mer- 
chandizing economics. From the standpoint of estab- 
lishing a market economic system, the changeover from 


nt i 


ment of the rural economy must be shifted into the 
channel of a socialist market economy. 


Impact of GATT on Grain Trade 


94CE0260A Beijing GUOJI SHANGBAO in Chinese 
25 Dec 93 p 3 


{Article by Shen Anran (3088 1489 3544) and Liu 
Liedong (0491 3525 2639) of the China National 


stronger and more effective tariff and trade regulations 
and laws. At the 14th symposium on China’s entering 
GATT held in May of this year, China made 
announcement regarding agricultural . 
announced that it would no longer seek 
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1980 to 2.5 percent in 1989. In 1992 cereals, 
food exports made up 12.4 percent of the 
of national exports. The natural component 
China’s cereals, oils, and food production 


contamination is great, and the prices are 
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percent higher than the domestic price and 
i tinous rice is 16 per- 





reached, with reduction of various countries’ 
domestic production supports, further curtailment of 
export competition measures, improvement in 


States, Japan, and the European Community, could 
cause a general rise in world agricultural product 
prices. The prices of such agricultural products as 
rice, sugar, com, wheat, pork, and beef will more than 
double. In another respect, after developed countries 
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are contrary to GATT regulations and nontariff 
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quarantine standards stipulated for these commodi- 
ties, After “reentry into GATT,” linking up with 
international standards will help China’s meat 


(Ie 
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: high 
or quantitative restrictions oan Lanereed 
and have subsidized the price of domestically pro- 
duced sugar to protect their own country’s sugar 
market. After “reentry into GATT,” if China does not 
<< 
i et. 


. Aquatic products. In 1992 China’s total aquatic 
product output was 13 million tons, becoming the 
world’s largest fishing nation. China’s aquatic prod- 
a certain competitiveness on the interna- 

ional market because of cheap prices. Because they 
! new varieties and profound processing 
technology to keep them alive and fresh, the added 

the products is low. 


. Fruits and vegetables. If the quality of China’s fruit 
improve, after “reentry into 


resources prices are cheap. After “reentry into 
GATT,” it will be helpful to expand exports to 
neighboring countries. 


. Alcoholic beverages. After “reentry into GATT,” it 
will be helpful to the export of alcoholic beverages 


will have an even greater impact on the domestic 
market. China has a single variety of beverages and 
ity is not stable. It is very hard to compete 

After “reentry into GATT,” 

could seriously impact the domestic 


III. Grasp Opportunities, Meet and 
Accelerate the of "s 
Ane — ase tert! Ole, 


1. Further accelerate the commercialization, 


and internationalization of cereals, oils, and 
stuffs import and export trade companies, The expan- 


erate the development of high-q 

-wholesale markets, futures markets, and i 
exchanges and related markets, and link up wi 
world markets. 


. Fully utilize the advantage of China's agricultural 


resources and i production, and 


stock product exports; and concentrate on the vege- 
table and fruits requirements of neighboring 
countries to develop garden crops. In the future, 
cereals and oils trade should have imports and 
exports and in ordinary years cereals and oils import 
and export values should maintain an overall balance. 
Utilizing the low grain prices on the international 
market in recent years, we should i 
import some to make up for grain and oil deficits that 
can be brought on by adjustments in the structure of 
the domestic market. At the same time, we should 
gradually establish a cereals, oils, and foodstuffs 
reserve system capable of adjusting the domestic 
market so that we will not have any regrets when 
international trade competition intensifies. 


. Diversify the cereals, oils, and foodstuffs export 


market; utilize the opportunities conferred by GATT 
and promptly exploit international markets and make 
an all out effort to expand exports. We should fully 
utilize the advantage of low labor costs and fully 
utilize favorable conditions conferred by being a 
signatory to GATT, speed up entry into signatory 
markets and turn around unreasonable market struc- 
tures as much as possible to make for diversified and 
multilateral export product sales markets. At the 
same time, we should participate extensively in 
domestic market competition and further expand 
domestic markets. 
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4. Diversify means of competing. At the current stage, 
Chinese cereals, oils, and foodstuffs export products 
tion, that is, they compete 

price concessions. Because 
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China’s developing cereals, oils, and foodstuffs 
import and export trade. In addition, for the easily 
impacted varieties where China does not have the 
ability to compete internationally, in accordance with 
GATT exceptional provisions, we can demand that 
the government give the necessary protection. 


Impact of GATT on Grain System 


94CE0284B Beijing JINGJI CANKAO BAO in Chinese 
17 Jan 94 p 4 


[Article by Deng Yiming (6772 0001 7686), affiliated 
with the CASS Rural Development Institute: “The 
Impact of GATT Reentry’ on China’s Grain System”) 
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[Text] The GATT is eliminating 
nontariff barriers to effect free 


The longstanding lack of restraint by basic GATT prin- 
ciples and provisions on grain production and interna- 
tional trade has severely distorted the production 
international trade in grain of all countries. 1) Devel- 
oped market-economy grain-exporting have 
used price supports, export subsidies, farm (grain) 
import tariffs, and quantitative } for domestic 
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is a net 
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protection, other farm-product 
opportunities and export earnings 


The Impact of GATT Membership on China's Grain 
System 


A. The Positive Impact 


1. The ultimate objective of GATT negotiations is to 
effect worldwide free trade, which is the only way to 
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According to an estimate, 27 percent of the growth in _ with science and technology will be empty talk if peas- 
the ants’ educational and technical standards are not raised. 

Education in agriculture plays a significant role in 

helping the large number of peasants improve thei 


2 ne mage eg To solve these problems, we 
must actively promote the integration of agriculture with 
science and education in the course of implementing the 


use as soon as possible. In the process of 


procedure, the various departments in charge of agricul- 
ture must play their administrative role well, and do a 


task and coordinate with one another, and bring into full 
play the wisdom and the technical potential of the 
scientific and technical personnel and educational 
workers in developing agricultural production and rural 
economy. On the other hand, they must help 


agriculture, sci 
final goal of building the irrigation canal of education, 








Il. On Issues of Increasing Storage of Agro-Technology 


For the past 40-odd years, China has established a fairly 
complete system for carrying out scientific research in 
sgriculture from the local to the central level, and scored 
tremendous achievements in scientific research. 
According to incomplete statistics, nearly 3,000 major 
scientific and technological achievements were given 
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submitted every year for citation. Some of the items 
the gaps in China’s fields of science and tech- 
while others are approaching or have reached the 
Still others are in the forefront in 
the world. About 30 to 40 percent of the achievements 
have been 
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dous economic results. Twenty two of the 32 scientific 
and technological awards which exceed 100 million yuan 
in economic results announced at the first national 
invention awards meeting in 1985 were in agriculture. 
Their economic results totalled 24.163 billion yuan with 
achievements in agriculture winning the top nine 
awards. The achievement in science and technology in 

hybrid rice, which was put to good use since 1973 has 


1. We must work out measures to transform large tracts 
and semi-arid areas raise its per-unit yield. 
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average of 13.5 agro-technicians in 
technicians in Japan for every 10,000 peasant, Center 
popularization 


of 
ofthe township and villages administrative vile). A 
large number of institutions for agro-technology popu- 
larization are unable to do their jobs well because of lack 
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localities 
support to these 
abandon 
alone. 
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government must give vigorous support to scientific and 
technological research and to the popularization of agro- 
technology. It is precisely because of this reason that 
scomsth togueelions, shsoationsd Gapercems fr spr 


important item on our daily agenda. 

of all types of public media to stress the important role of 
scientists and technicians in agricultural development 
both theory and practice, and create a fine general mood 
in the whole society in which professionals are respected 
and cherished. The vast countryside must adopt even 
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Good News, With Some Peasant Burdens in Liaoning 
Province Still Quite Heavy”] 


[Excerpt] [passage omitted] So how has the job of light- 
ening peasant burdens actually been implemented in 
Liaonine Province? 
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that’s enough! Any more such details might lead 
to concern that I was seizing on these incidents to 
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emphasis on enlarging and developing the collec- 
tive economy at the expense of property-rights compo- 
nents, and to a unilateral stress on the dominance of the 
publicly owned econonty to the neglect of the reality of 
the coexistence of diversified economic components. 
How could an ideological method and workstyle that so 
distorts reality not make peasant burdens too heavy? 






market in are: 

1. In 1994 China will continue to strengthen macroeco- 
nomic regulation and control, and funds for the sugar 
wholesale market will be limited. China will 





5. In 1994 demand will increase by 400,000 to 450,000 
tons. However, because sugar prices will rise in 1994, 
. demand is likely to decrease. 


Based on the above, in 1994 China’s sugar will 
not meet demand, there will be a shortage of about 
600,000 tons. 


Southwest Sets Up Grain Transport Corridor 
94CE0303J ZHONGHUA DISAN CHANYE 
BAO in Chinese 3 Jan 94 p 1 


Yunnan, and Gui 
Graig» or win ip Cogs Ss 
structing a port 

World Bank loans of $25,690,000. In addition to 
internal funds, the total investment is 322 million yuan. 
po slg re maay po? pn er gh 


ability to receive 1.6 million tons annually. 
Guangxi Rural Savings 

94CE0303K Chongging XINAN JINGJI BAO 

in Chinese 8 Feb 94 p 1 


[Summary] According to statistics at the end of 
December, rural saving deposits in agricultural 
and credit cooperatives totaled 16.843 billion yuan, an 
increase of 5.184 billion yuan, or 44.46 percent over the 
beginning of 1993. 
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Yunnan, Anhui Set Grain, Oil Sale Prices 


94CE0303F ¢ XINAN JINGJI RIBAO 
in Chinese 10 Jan 94 p 1 
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Article Describes ‘Money Worshipping’ 








94CM0126A Shanghai MINZHU YU FAZHI 
CY AND THE LEGAL SYSTEM) 


in Chinese No 172, 7 Nov 93 pp 16-18 
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Four: Money spent like water. 
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food, drink and travel. It may not be an 





